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Ｔｈｅｓｏ宅aUedJapaneseFinancialRevolutionisnowmprogress・ＩｔｃａｍｅｔｏＪａｐａｎｉｎａｗａｖｅｆｒｏｍｏｖｅｒｔｈe
PacincOcearL 
AfterthevisitofPresidentReaganinl983，deregulation，ortheprocessofstimulatingcompetitionand 
removmgcompetition-suppressingfactors,aroseinJapanesefinancialstructures･ 
Thesymbolsofderegulationwerea)aliberalizationoffinancialmarkets，ｂ)themtemationalizationofthe 
Yen，ｃ)achangemcorporatefinancing,and。)mcreasingintemationalfinancialfrictions、
Intheprogresswecourseofderegulation,graduaUythewaveofderegulationfacedthehardwaIlofthefinan-
cialinstitutionsandasaresult,thiswaveisbecominghalfLhrozen・Thenewreactionis“reregulation，,．
Reregulationcopeswithsomeofthefbllowingquestionsi 
a）howtorevisethetraditionalfinancialsystems？ 
b）howtocopewiththeenormouslygrowingfinancialrisks？ 
c）howtonccpsmmouIselvestodany-intensifyingglobalizationoffinancialinnovations？ 
｡）howtosuppressthethreatoftheaccumulateddebtofthedevelopingstates？ 
JapanesefmancialsocietynowmcesseveralnewchaUenges8 
a）toovercomethetraditionalfmancialsystems； 
b）torefHnetheMoney-Market； 
c）tointensifytheintemationalizationoftheJapaneseYen； 
｡）toreconstructtheoldcapitalma1ketsj 
e）todevelopnewpro”ectsfortheTokyomoneyandcapitalmarkets； 
５ 
ＬＡＨＩＳＴＯＲＩＣＲＥＶｍＷ 
Ｊａｐａｎｏｐｅｎｅｄｈｅｒｇａｔｅｔｏｔｈｅｏｕｔｅｒｗｏrldinl868，intheMeijiRestoration 
Sincethatｔｉｍｅ，everythinghaschanged・Thesocalledmodembankingsystemwas
introduced，usingmodels，theAmericannationalbankingsystem,theBritishcentral 
bank，ＧｅｒｍａｎuniversalbankingandtheEuropean“GovernmentaｌBanking,， methods1)．Fromherbeginning，theJapanesebankingsystemwaspowerfUllyin‐ 
fluencedbyWesternbankingAfterl９４５，militarydefeatalsomeantbigchange・
Butfbrtunately，theAlliedForcesdidnotdissolvetheJapanesebankingsystemun‐ 
likeinHitler，sGennany,theAlliesjustmodiHedtheexistingmethodofcolporate 
fInancing，mtroducingaseparationbetweenthebankingandsecuritiesbusiness，a 
JapanesemodificationoftheG1ass-Steagallacts、Smcethentimeelapsedvery
quickly、１，１９８３，ｔｈｅＵＳ、PresidentandMrs・Reagan，andCabinetSecretaries
Mr・ＲｅｇａｎａｎｄＭｒ・ShultzvisitedTokyo，sincethe、，aFmancialRevolution2）has
attackedthisFarEastcountry、Ineachoftheabovethreeoccasions，theJapanese
bankingsystemhasbee、changed，notvoluntarilybutmvoluntarilybyoutside
fbrces・These“Outerlnfluences，，arethemostsignifIcantfbaturesoftheJapanese
bankingsystem・Ｉｎｐａｒｔicular，ｔｈｅ“Wind，，fromthePacificOceanorldaresay，
－１－ 
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WashingtonD､Cwasthestrongest3)．ThebankingsysteminJapan，especiallyafter 
l945,hashadthefbllowingfeatures4)． 
(1)ThethreepillarsofBankingAdmmistration； 
Separationandadjustmentofthesphereofthebankingbusmess-theReple‐ 
ｔｉｏｎｏｆｔｈｅｂａｎｋｓ，capitalandLimitationsontheuseofthebanks,assets-
EnlargementoftheFinanceMinister，sauthorityandscopeofjurisdictiｏｎ 
（thesearetheprinciplesofbankingadministrationandcontrol） 
(2)ThethreepillarsofcontrolUngfinancialmethods； 
Controllinginterestlevelanditsstructure5）－controllingbankingbusmess 
activitiesandsphere-separatingdomesticfinancialmarketsfrominternational 
financialmarkets 
（ThesearetheprinciplesofStrengtheningthelndirectFinancingMethod6)） 
(3)ThethreePillarsoftheBankingSystem7)； 
SeparatmglongtennfinancingfiPomshorttermfinancing-separatingthetrust 
businessfromordmarybankingbusiness-separatingtheSecuritiesbusiness 
fiPomthebankingbusmess 
（Thesearetheprinciplesofbanking-businessscopeseparation） 
Furthermore，adiscussionofsomehistoricalandpoliticaldramasshouldnotbe 
omitted8)；Thereelectionofbothoftheleaderｓｏｆｔｈｅｔｗｏｃｏｕｎｔｒｉｅｓ,Ｍｒ・Reagan
andMr・Nakasone（JapanesePrimeMinisteratthattiｍｅ）ｗａｓｃｏｍｉｎｇｕｐｉｎｌ９８４
ＴｈｅＰｒｅｓｉｄｅｎｔｏｆｔｈeUnitedStatesneededanlmpressivediplomaticperfbrmance 
besidesthedomesticeconomicalvictories；controllingdouble-digitinflationanda 
soaringinterestrate・TheJapanesePrimeMinister，ｏｎｈｉｓｓｉｄｅｄ，neededthePresi-
dent，ssupportandfriendlytiebetweenthetwonations･ｓｏ，Ｍｒ、Reagan，ｓｔｏｕｒｔｏ
ｔｈｅＡＳＥＡＮｃｏｕｎｔｒｉｅｓｗａｓｄｅｓignedandpromotedtoaccomplishtheseneeds・
Meanwhne，intheHouseofRepresentatives，akindoftheory，‘`Misalignment 
Theory，，，wasloudlytestifiedtobycorporateleaders9)，sayingthatthetradem-
balancebetweentheUnitedStatesandJapanhasbeencausedbyundervaluedJapa-
neseYenandthisundervaluationcamefromJapan，sstanceofcompleteclosureof 
financialmarketstofbreignfinancialtrends・Finallyaresolutionrequestmgthe
openingoftheJapaneseflnancialmarkettointernationalfinanciａｌｂｕｓｍｅｓｓｗａｓ 
ｐａｓｓｅｄｂｙｔｈｅＵＳ・CongPess、
Moreover，suddenlyamysteriousassassmationatManilaAirportcausedacan-
cellationofPresidentReagan，svisittoEastAsiancountriesandthetalkinTokyo 
becameapoUticallyhotissue､But,“whatsubjectshouldbetalked?，'０，September 
28,1983,atShultz-Abe（JapaneseForeignMinisteratthattime）meeting,ｉｔｗａｓ 
ｄｅｃｉｄｅｄｔｈａｔｔｈｅｔｏｐｉｃｓｈｏｕｌｄｂｅｔｈｅＹｅｎ－Ｄｏｌｌａｒｉｓｓｕｅ・Aneconomicissuewassud-
denlychangedintothehottestpoliticalmatter・Afterthat,thetwonations，joint
pressreleasesofthelOthofNovemberl983andthe30th(Tokyoｔｉｍｅ）ｏｆＭａｙ 
ｌ９８４ｗeretellingthebellfbrtheclosednatureoftheJapaneseFinancialMarket、
Again，Suddenly，ｏｎSeptember２２，１９８５，ｔwoyearsaftertheReagan-Nakasone 
meeting，theP1azaG-5meetingwassecretlyheldandtheYen-Dollarquotationin 
theTokyoForeignExchangeMarketchangedtremendously（ｆｉｂｍａｐｅａｋ２６３Ｙｅｎ 
ｐｅｒＤｏｌｌａｒｏｎＦｅｂ、２５，１９８５，ｔｈｅＹｅｎｓｌｉｄｔｏ２４２ｏｎＳｅｐ２０，１９８５，finallybottom-
ingatl2L65onJan.４，１９８８).Inspiteofthischange,duringl987,Japan，strade 
－２－ 
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surplusstilltotaled＄９４billionandtheUS､deficitroseto＄170billion(thebilateral 
deficitwithJapanｗａｓ＄６０billion)ａｔｔｈｅｅｎｄｏｆｌ９８７,thenetexternalassetsurplus 
ofJapansoaredto＄240billion，ｂｕｔｔｈｅＵＳ、netexternalliabilitygrewto＄368
billion 
Ⅲ、ＴＨＥＤＥＶＥＬＯＰＭＥＮＴＯＦＦＩＮＡＮＣＩＡＬＤＥＲＥＧＵＬＡＴＩＯＮ
（ThetumultuousrapidsoftheAmericanrevolutionarystream） 
Thepress-releaseoftheUS.-JapanJointAdHocCommittee，ｏｎＭａｙ３０， 
１９８４１０)，openedthedooroftheJapaneseFinancialMarkettomternationalfinancial 
trends・TheprincipalfeaturesofthisareasfbUows：
(1)TheLiberanzationofMoneyandCapitalMarkets； 
(Ａ）LiberaUzationofthemterestrateo、ｔｉｍｅdepositsj
Large-amounttimedepositsandMoneyMarketCertificates（ＭＭＣ，s)'１） 
wereintroducedandrestrictionsonCertificateoftimedeposit(CDS)were 
graduallylifted、Buttheinterestratestructurefbrsmall-amounttime
deposit12）isstillcontrolled，duetothefiercestrugglebetweentheBankers 
AssociationandtheministryofPoStalServices． 
(B)NewFinancialTools13L 
Yen-denominatedBanker，sAcceptancebillswereintroduced；salesofand 
dealinginnationalbondsbybankswereliberalized；commercialpaper， 
short-termandmedium-termbondsmarketswereexpanded；aJapanese 
off-shoremarket,andfinancialfuturesandoptionmarketswerestarted． 
(C）NewBankingFacilities； 
RestrictionsonYen-Dollarswapsandfbrwardexchangecontractswere 
withdrawn､OverseasYen-denominatedloanswerefreed19． 
(Ｄ）NewCapitalMarketFeatures； 
TheissuanceofSamuraibondsandalsoDaimyobonds(botharefIoatedby 
non-residentsmTokyo）havebeenstimulatedbyderegulationl983was 
aremarkablewatershedfbrJapanesecorporatefinancing'5)．Ｉｎｔｈａｔｙｅａｒ， 
anumberofmajorJapanesecorporationsraisedfimdsinboththetradi-
tionaldomesticbondmarket（$6.4billion）ａｎｄintheinternationalbond 
markets（S7.8billion)．BefOrel983,thedomesticbondmarkethadbeen 
thepredominantmarket・Thereversalthatoccuredwasbasedonthede-
regulationofthefbrmerrestrictivegovernmentalstanceconcernmgJapa‐ 
nesecorporatefinancinginthemternationalfundmarkets16)． 
(E）AdvancesintoJapanesemarketsbyfbreignfinancialmstitutions； 
Arestrictiveattitudeontheopeningofbranchofficesbyforeignfinancial 
institution（bothinbankingandmthesecuritiesbusiness）inJapanno 
longerexist,exceptfbrsomespecialcases1n 
lnAugust，1983,NomuraSecuritiesandMorganGuarantyTrustjointly 
soundedouttheopinionofthefinancialauthoritiesconcemingtheestab‐ 
１ｉｓｈｍｅｎｔｏｆａｎｅｗｔｒｕｓｔｂａｎｋｉｎＴｏｋｙｏ，butinaccordancewiththethen 
existmgseparationprinciple，thisattemptwaswithdrawn・However,finallynine18）、ewfbreigntrustbankswereestabhshedinAprill986andbecame
legallyengiblefbrappointmentasdesignatedtrustbanksfbrJapanesecor‐ 
－３－ 
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poratepensionfUnds，ｗｈｉｃｈａｔｔｈｅｅｎｄｏｆｌ９８５，reached＄１５０billion． 
（Still,atthepresent,suchpensionfimdsarelegallyentrustedexclusivelyto 
life-insurancecompaniesandtrustbanks.） 
ＡｓｐｏｉｎｔｅｄｉｎｔｈｅＡｄＨｏｃＪｏｉｎｔＣｏｍｍｉｔｔｅｅＲｅｐｏｒｔｏｆＭａｙ３０，１９８４，to 
getfUllmembershipmtheTokyoStockExchange(TSE)'9)hadbeenalong 
standingtargetofthefbreignsecuritieshousesfbrlonｇｐｅｒｉｏｄｏｆｔｉｍｅ、
MembershiphadbeendeniedasaresultofthenegativeattitudeoftheTSE 
Asinthecaseofforeigntrustbanks,thejetstreamfromWashingtonpre‐ 
vailedand22fOreignsecuritieshouses(１０American,６British,Zeachthat 
wereGerman,FrenchandSwiss)arenowintheTSEmemberlist, 
Asmentionedalready，ｉｎJapan，banksandsecuritieshousesarekeptsepa‐ 
rate｡，butmconsequenceoftheBritishBigBang，Citicorppurchased 
VickersdaCosta2o)，SecurityPacificgainedcontrolofHoareGovett，and 
ChaseManhattanboughtLaurie，Milbank21)．Allthreeofthesesubsidiary 
companieswereBritish(originated)securitieshouseswhoseTokyobranches 
wereaheadylicencedsecuritiesdealers・Utilizingthesevestedinterestsand
accordmgtothestipulationsoftheLawConcerningForeignSecurities 
Houses，almostallfbreigncommercialbaｎｋｓａｒｅｎｏｗｅＵｇｉｂｌｅｔｏｏｐｅｎａnd 
maintainsecuritiesfirmsunder５０％majorityclauseinTokyo22)．Ａｓｏｆ 
Ｊｕｎｅｌ９８７，Z2fbreigncommercialbank-controllmgsecuritieshouses， 
Tokyobranchesareinfulloperatio、
ThelnternationalizationoftheJapaneseYem 
OurGovemmenthasbeenfbrmanyyearsreluctanttoadmitthattheYenisan 
mternationalcurrency,justasinBonnandBernTheEuro-Yen,forinstance， 
haslongbeenregardedasahybrid・TheAdHocCommitteePaperscreatedand
efTecteditslegitimacy・Euro-YencunPencytransactions,Euro-YenCDissuance，
certamEuro-YenloansandalsoEuro-YenbondfloatingwereliberaUze｡、But
EuroとYendenominatedloansoflongandmediumtermfbrJapaneseresidents
andEuro-Yenbondsissuedbyresidentsarestillunderseveregovernmentre‐ 
striction・Why？Thegovernmentstillpreferstoreserveandmamtainharmoni‐
ousanddesirableintereststructureasitisandcorporatefmancmgmethodsm 
TokyoMoneyandCapitalMarket，ａｐａｒｔｈｏｍｔｈｅｎｌｅｆＴｅｃｔｓｏfEuromarkets、
Thephrase,“InternationalizationoftheYen，，includesfOurmensions； 
(1)theliberalizationoftheTokyomoneyandcapitalmarkets，(2)theliberali-
zationoftheEuro-YenMarket，（３）theintemationalizationoftheTokyo 
moneyandcapitalmarket，ａｎｄ(4)thepromotionofconfIdenceinYenI、
particular,ｔｈｅcreationofTokyoOffshoreMarket(ＪＯＭ),whichhasexpanded 
to＄400billionattheendofSept、１９８８afteritsopeninginDec、１９８６，isquite
significant、A1though，generallyspeaking,theinternationaUzationoftheYenis
tobetranslatedasthe``enlargementoftheYen，susageandreselveinthefields 
ofmternationaltransactions''23)，ｔｈｅｐｒｅｓｅｎｔｓｉｔｕａｔｉｏｎｉｓｎｏｔｔｏｂｅｏｖeresti‐ 
matedIncunPenttrading,ｔｈｅＹｅｎｉｓｕｓｅｄｏｎｌｙｍ３３､4％oftotalexports,ａｎｄ 
ｉｎ10.6％ofimportsIninternationalcapitaltransactions，Yen-denominated 
bondscomprisel5％ofthetotalinternationalbondmarket,whileEuro-Yen 
loansincreasedto5trillionYe、(､early５％oftotalinternationalloans）Asa
reservecurrency，ｔｈｅＹｅｎｉｓｕｓｅｄｍ６､9％ofthetotalcurrencyreservesby 
(2) 
－４－ 
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worldgovernments・Inthiscontext，Ｍｒ・Sumita，GovernorofTheBankof
Japan，ｍａｄｅｈｉｓｉｄｅａｃｌｅａｒｔｈａｔｔｈｅＹｅｎｉｓｔｏbeasupportingculTencytothe 
US・dollar・Tomyastonishment，thisstatementwasmadeontheoccasionof
themeetingoftheGroupofSeveninSeptember，１９８８inWestBerlin 
TheMetamorphosisofCorporate-FmancmginJapaneseIndustries； 
Thewaveofderegulationopenednewmethodsofcorporate-financeinJapan 
Asmentionedabove（１，，)，Japanesecompanies，internationalbond-floating 
rosefiPom＄２１．７ｂｉｌｌｉｏｎｉｎｌ９８６ｔｏ＄３２．３ｂｉｌｌｉｏｎｉｎｌ９８７ａｎｄｉｎｔｈｅｆｉｒｓｔｎｉｎｅ 
ｍｏｎｔｈｓｏｆｌ９８８ｔｏ＄39.6ｂＵｌｉｏｎＩｎｌ９８７，Japanesecompaniesraisedthe 
historicallybiggestamountoffUndfiPomworldcapitalmarkets，ｃｏｍｐａｒｉｎｇｔｏ 
Ｕ.Ｓ､，BritishandWestGemlancompanies，Themamfimdraising-vehicles 
(toolsLover70％ofthetotalareequitybonds(convertiblebondsandbonds 
withwarrantsattached).ThistrendbroughtsomeconSpicuouschangesinthe 
fOnnsofhmdraising,changmgfromtraditionalbank-loanstoadependenceon 
capitalmarkets，domesticasweUasoverseas､Thiswasespeciallytruefbrthe 
bigandprestigiousindustrialfirms・Thisnewwaveacceleratedandhardened
theconnictbetwｅｅｎｔｈｅｂｉｇＣｉｔｙ－ＢａｎｋｓａｎｄｔｈｅｂｉｇＦｏurSeculitiesHousesin 
JapanaswellasinoverseasfUndsmarkets29， 
Ｉｎｔｈｅｍｉｄ-1980,s，anumberoffnctorscontributedtoencouragingcapital 
HowsfbnnJapanｔｏｔｈｅＵＳ,theyincluded;（１）alowlevelofdomesticinter‐ 
estratesandeasymoneypolicy,（２）annualexportsurplusesinexcessoflOO 
billiondollars,（３）relativelylowJapanesegrowth-rates,(4)aspreadinginter-
est-rategapbetweenTokyoandNewYork,(5)sharpenedswap-techniques,ａｎｄ 
(6)theTokyoautholities，increasinglypositivestancetowardsforeignindirect 
investmentbyJapanesemstitutionalinvestors（recentlytheselastarewell 
knownasSEIHO-LifelnsuranceCorporationsand“Mrs・Suzuki，s，，，smallbut
weU-organizedandquickTespondmgprivatepersonalmvestorsascomparedto 
thetraditionalpictureofBelgiandentistsinEurope.）Thesearethemain 
factorsmanalyziｎｇｗｈｙ＄144.7ｂｎｌｉｏｎｉｎｌ９８６ａｎｄ＄１１９．５bUlioninl987， 
flowedintomainlyNewYorkfromTokyointhefbrmoflong-termcapital 
investment・ＴｈｉｓｆＩｏｗｍｏｓｔｌｙｉｎｔｈｅｓｈａｐｅｏｆｐｕｒｃhasesof30-yearUS・Gov‐
ｅｒｎｍｅｎｔｂｏｎｄｓａｎｄＵ.Ｓ・stocks､Ｔｈｅｗｏｒｌｄｋｎｏｗｓｔｈｉｓｉｓｈｅｌｐｉｎｇｔｈｅｔremen-
dousfimds-shortage，ｃｒｅａｔｅｄｂｙｔｈｅｔｗｉｎｄｅｆｉｃｉｔｓｉｎｐｕblicfinanceandinthe 
internationalbalanceofpaymentsintheUnitedStates･ＺＡＩＴＥＫＵ，making 
moneywithmoney，hasbeenfashionableinJapanesecorporateaccounting25)， 
especiallyafterthePlazaG-5meeting（Sept、1985).Thesoaring-Yensuffbring
JapanesecompaniesutilisedthesetechniquesfUlly，covering“squeezing，， 
operationprofitsduetothesoaringYen-Dollarexchangerate、Sucheasy
moneysituationsmadelanｄｐｒｉｃｅｓｉｎｍａｊｏｒｃｉｔｉｅｓａｎｄｔｈｅＴｏｋｙoStockEx-
changePriceAverageLevelextremelyhighThepriceincreaseontheTSEalso 
allowedmajorJapaneselisted-colporationstosuccessfUllyutiliseequity‐ 
fInancingthroughtheissuanceofconvertiblebondsandbondswithwarrantsin 
bothdomesticandoverseascapitalmarkets261 
EnlargementoflntemationalFinancialConflicts； 
Asstatedabove（１，Ｅ）afterthel970,s,yearbyyear,withtheprogressand 
enlargementofJapanesebanksandseculitieshouｓｅｓｎｅｔｗｏｒｋｓｉｎｔｈｅｗｏｒｌｄ 
ｍｏｎｅｙａｎｄｃapitalmarkets，intemationalfiPictionordiscordbecameapparent． 
(3) 
(4) 
－５－ 
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SupportedbythegrowingJapaneseeconomyandinternationaltradeandby 
monetaryexpansion，ａｔｔｈｅｅｎｄｏｆｌ９８７，８３７bankingoffIcesandl66securi-
tieshousesbusiness-basescouldbefOundsplCadallovertheworld・Ｆｏｒｅｘａｍ‐
ple，ｉｎｔｈｅｍｉｄｄｌｅｏｆｌ９８６，２７Japanesecommercialbanksmaintainedofficeｓ 
ｉｎｔｈｅＵｎｉｔｅｄＳｔａｔｅｓａｎｄｉｎｔｈｅＵＳ､commercialloanmarket・Theirtotalloaned
moneybalanceoccupied8.4％oftotalUSdomesticloans.（Americanbanks 
covered77７％,British2.5％andCanadia、2.4％27)JDuringtheperiodJan.－
Ｓｅｐｔｌ９８８，mtheEurobondsandlnternationalbondsissuesmarkets，fbur 
Japanesesecuritieshousesasthe“book-runners,，,ｔｏｏｋsecond,third,sixthand 
seventhpositions（thecompaniesnamesarewellknown；Nomura，Daiwa， 
Nikko,andYamaichi28)）TheBigFourJapanesesecuritieshousesandtheBig 
Citybankshavelice､cedPrimaryDealersubsidiariesinNewYork、Itissaid
thattheseJapanesefinancialinstitutionshaveaproblemof“ＯＶＥＲＰＲＥＳ－ 
ＥＮＣＥ，，（toomuchconspicuous）intheinternationalflnancialmarketslnre-
sponsetothis“Overpresence,，,intemationalflnancialconHictsorfiPictionsrose 
higherz9)． 
Internationalfinancialfrictionhastwomeanings;ｏｎｅｉｓ‘`interState，，，orone 
countryagainstoneorseveralothercountries,andanotheris‘`intel←flnancial 
malkets，，conflictButinbothcasestheStateorStatesconcernedis(are）the 
Negotiators・ThefOllowingsaresomeexampleswhichappearedasJapanese
problems． 
(a）AntagonismagainstgivinglicensestoJapanesesecuritiesdealersasPrimary 
DealersofU.S・treasurybonds．(AnewlegislationnowineffectinUS.）
(b)Thenewmternationalbankingaccordformaintainmgproperprimary 
equitycapitalratiofbrintemationalcommercｉａｌｂａｎｋｓｂｙｔｈｅＢＩＳ． 
(c）HesitationingivingbankinglicensestoJapanesesecuritieshouses，London 
HnancialsubsidiariesintheU.Ｋ・
(｡)Ｈｅ１℃tofb1℃IestrictiveattitudesinacknowledgingJapaneseunderwritersas 
bookrunnersintheFrankftlrtandZijrichbondmarkets． 
(e）ＳｉｎｃｅｔｈｅＵＳ－ＪａｐａｎＡｄHocCommitteecommencedinl984，bilateral 
govemmentconsultationsonfinancehavebeenheldperiodicallytonego‐ 
tiate，toexchangeopmions，andtoreachmutualunderstandingsonsolving 
mutualfinancialproblems・Withinthegroupofnation，s，includingthe
UnitedStates，theUnitedKingdom，ｔheFederalRepublicofGermany， 
France，Italy，CanadaandtheECCommittee，theseconsultationshave 
aheadybeenheld27times3o)． 
Whatarethemostimportantsourcesofintemationalfinancialfrictions？Ｓｏｍｅ 
ｃａｍｅｆｒｏｍｏｌｄｆｎｓｈｉｏｎｅｄ‘`Bilateralism,，ofeighteenthcentury；somearefiPom 
thedesirefbra‘`MostFavoredNationClause,，；“EqualFooting，，ｉｓｔｏｂｅ 
ｒｅｑｕｉｒｅｄ；sometimes“todefenddomesticfinancialinstitutionsfromfbreign 
aggressiveMoneyMonsters，，、Suchfrictionsbecomeapparentinmanyfbrms：
mgovernmentconsultations，orprivatetalksbetweenfInancialleadersor 
throUghcentralbankdiscussions，orinintemationalmonetaryinstitutions 
(i､e､BIS,ＯＥＣＤ,ＩＭＦetc.).ButrecentlyfInancialtrendssucllasSecuritization 
andG1obalizationaremtensifyingthesediscords､Securitizationmeansaccel-
eratedliquidizationofbankassetsandthecreationofnewHnancialmercha､‐ 
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dise・Globahzationcombinesseparateworldmoneyandcapitalmarketsand
threatensclosedmarketswithfearsofhollowmgordwarfIngdomesticmarkets、
Dailydevelopingnewfinancialtechniqueslikeswaps,financialfutures,options 
andarbitragetechniquealsoacceleratethesetrends・These、ewwavesalways
ignoreartifIcialnationalbordersandcurrencysovereigntyaswellastraditional 
financialsystems，monetarypoUcy，theequilibriumofmoneyandpricesand 
stablefOreignexchangequotationsmworldmoneymarketsandsometimes 
evenimpairnationalprestige． 
ⅢＬＡＮＥＷＤＥＶＥＬＯＰＭＥＮＴ，‘`ＲＥＲＥＧＵＬＡＴＩＯＮ，，： 
(1)ＲＥＶＩＳＩＯＮＯＦＴＨＥＦＩＮＡＮＣＩＡＬＳＹＳＴＥＭ： 
IfDeregulationmightbedefinedastheremovalofanti-competitivefactors， 
ReregulationmaymeanareorganizationordefenceofadesirablefInancialorder， 
whichmthemidstofderegulationmighthavebeenimpairedorlost､Thisistosay， 
deregulationsecuresfiPeecompetition，butaftersomedegreeofderegulatiｏｎ，re-
regulationbecomesdesirable,ａｓｍｅｖｅｒｙｇａｍｅ,somerulesareindispensable、
InmanyOECDcountries，areregulativewavehasbecomeapparent・Deregula‐
tivetrendsfinallycollided，ineverycountrywiththetraditionalflnancialsystem 
lntheUnitedStates,deregulationofthethreepillarsofthefInancialsystem(Regu-
lationQastheceilingibrdepositinterestrates;theMcFaddenActandadditional 
stipulationsofbank-holdingregulationsprohibitinginter-Statebranchextensions； 
andtheG1assPSteagallActseverelyseparatmgbankandsecuritiesbusinesses,）met 
strongresistance・ButRegulationQwasfinallyabolishedinOct､1983;Cross-State-
borderprohibitionshavebecomesubstantiallymeffectiveaftermanybankftlilures 
andtheirinter-Staterescue；CrossborderloanproductionoffIceswerefbunded 
ratherfreelyandstate-borderskipping，electronicautomatictransfermachmeswere 
installedeverywhere・FinallytheGlassSteagaUprohibitionisnowinCongressand
hopefUllyｗｉｌｌｓｈｏｒｔｌｙｂｅｒｅｖｉｓｅｄｌｎｔｈｅＵ.Ｋ､，theBigBangandtheFinancialSelvice 
Actwerebroughtintoeffect･InParis，ａｐｏｗerfillderegulationofmoneyand 
capitalmarketsisgoingonThesituatｉｏｎｉｎＩｔａｌｙｉｓｔｈｅｓａｍｅ・InFrankfUrtam
RheinandinZijrich，capitalmarketsfacegradualliberalization・Canada,fbrmerlya
Glass-Steagallstate，nowhaschangedinfavorofaUniversalbankingsystemThe 
revisionofarespectivecountry，sfinancialsystem31）isthefInalstageofderegulation 
andalsoactuallyade-ftlctorecognitionofthepresentsituationandthebeginningof 
reregulatiolLChangeoramendmentofonecountry，sfinancialsystemmeanstofix 
therｕｌｅｓｏｆｔｈｅｇａｍｅｔｏｓｏｍｅｅｘｔｅｎｔ． 
(2)ＩＮＴＥＲＮＡＴＩＯＮＡＬＲＥＳＴＲＩＣＴＩＯＮＳＯＮＤＥＳＩＲＡＢＬＥＣＡＰＩＴＡＬＥＱＵＩＴＹ 
ＲＡＴＩＯＦＯＲＩＮＴＥＲＮＡＴＩＯＮＡＬＣＯＭＭＥＲＣＩＡＬＢＡＮＫＳＢＹＴＨＥＢＡＮＫ 
ＦＯＲＩＮＴＥＲＮＡＴＩＯＮＡＬＳＥＴＴＬＥＭＥＮＴａ 
Ｉｎｔｈｅｓｕｍｍｅｒｏｆｌ９８８，mBasel，ａｆｍａｌａｃｃｏｒｄｏｎｍｔｅｒnationalregulations 
mandatingon８％capitalratiobyl992fbrinternationalcommercialbanks,was 
successfuUymade・Ｂｕｔreally,whoactuaUyconsidereditasuccess？P1easeremember
thereferenceinthefbregoingchapteraboutthe“Overpresence，,ｏｆJapanesefinan-
cialmstitutions､InthepreliminarystageofajointrｅｑｕｅｓｔｂｙｔｈｅＵＳａｎｄＵ.Ｋ， 
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CentralBanksinJanl987，ｔｈｅｒｅａｓｏｎｇⅣenwasthat，duetothegrowingintegra‐ 
tionofworldmoneyandcapitalmarkets，andalsobecauseofadeepeningfearof 
thepossiblerepercussionofanyonecountry，sfinancialdisorderonthemtemational 
financialsystem，“BanksundertakingsignifIcantcross-borderbusiness,,shouldbe 
subjecttointemationalrulesrequirmgasoundcapitalratio・Thiswasbyitselfquite
selfLexplanatory，butTokyofeltsomethmginexplicablemthismatter・Ａｎｅｗｗａｖｅ
ｏｆ“JapanBashing，，?32） 
A1most351eadingJapanesefinancialinstitutionsaretobeaffectedbythisnew 
regulation（l3Citybanks,１０regionalbanks,６trustbanks,３１ongtermcreditbanks 
and3otherinstitutions).Presumably,ａｔｔｈｅｅｎｄｏｆＭａｒｃｈｌ９８８(Fiscalyear-endof 
l987),theCitybanks,primarycapitalratio(Tierl)wasabout275％33).Ｔｏｂｅａｂｌｅ 
ｔｏｍｅｅｔｔｈｅｒｅｑｕｉｒｅｄｒａｔｉｏｏｆ８％ｂｙｌ９９２ｏｒｎｏｔｉｓｎｏｗｈｏｔｌｙｄｅｂａｔｅｄ・Equity‐
financingbybanks（capitalmcreases，thefloatingofconvertiblebondsandbonds 
withwalTantsinJapanandOverseas,etc.)arequitefashionableandinevitablybank-
stockspricesshowslowlevelinTSEEachbankisseriouslyseekingapropersolu‐ 
tiontomeetthetargetstandardratio,ｉｅ・toraisethereturnonassetsratio(ＲＯＡ)，
tocutunprofitableloanbalances,torecommendthatprimecustomersissueprivate‐ 
placementbondsorCPs，tosecuritizetheirassets，ａｎｄｓｏｏｎ・Ｏｎｅｈｉｄｄｅｎｐｏｍｔｉｓ
ｔｈｅＴｉｅｒｌｌｒａｔｉｏ,７５％ofthelatentprofitarisingfromsecurities-portfbliosistobe 
countｅｄ；butarethegeneralstockprice-levｃｌａｎdcapitalization-priceontheTSEto 
beexpectedoptimisticfOrever？AsalmostallJapanesebanksexpecttomeetthe 
requiredstandardtargetratioinl992andthereafter，bankmanagementstrategy 
willbedrasticallychanged： 
(1)ｔｏｐｒｏｍｏｔｅａｈｉｇｈｅｒＲＯＡｒａｔｉｏａｎｄｔｏｐerfbrmbetterRisk-Managementatthe 
sametimewillcreateantinomyortrading-ofT． 
(2)SecuritizationwiUbedevelopedandriskwhichhasbeenconfInedtothebank‐ 
ingcirclewillflowouttogeneralinvestors． 
(3)Considermgtherisk-asset-ratiｏａｎｄｔｈｅＲＯＡ,banksasset-portfbliostrategywill 
befrequentlyanddrasticallychanged． 
(4)Listedstockpricecompetitionbetweenbankswillbecomekeen． 
(5)Respondingtothebanks，changingpolicies，Japanesecorporatefinancial 
tacticsandstrategywillbecomediversifiedandfinancialbehaviorwillbe 
dramaticallymodified． 
(6)NowthattheriSk-asset-ratiohasbeendefined,somechangewillbeseeninthe 
mdustry-bondandregionalbondmarkets；seeminglytheirtransparency39 
willincrease． 
(7)OfYLbalancetransactionswhichrequirenocoveragewillincreaseandsome 
fnvorableeffectwillbefeltinthenewlyopeningfinancial-futuresandoption 
marketsmTokyoan．Osaka． 
(8)SincetheseBISregulationswerestipulated,rescueoffniledbanksbymerger 
hasbecomemoredifficultandfUrthermternationalexpansionbybankswill 
alsobeharder、
Aconspicuousbankfnilurehasneverhappenedsincethel940sinJapan（but 
alsopleasenotetherehasbeennｏｎｅｗ３５）commercialbanksfbundedSincel954L 
butarealisticconsequenceofthisBISruleswillbetheestablishmentoftheprinci‐ 
ｐｌｅｏｆ“thesurvivalofthefittest，，，andthisisthehiddenmeaningofthiｓｎｅｗｔｙｐｅ 
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ofreregulation・
OnemorepointregardingtheBIS，ｉｎｓｐｒｉｎｇｏｆｌ９８６ｔｈｉｓｂａｎｋｉｓｓｕｅｄｔｗo 
notablereports・Ｏｎｅｗａｓａｋｉｎｄｏｆｃｉｒｃｕｌａｒｔｏｃｅｎｔｒａｌbanks，entitled‘`Conceming
RecentOffLbalanceTransactionsManagement,，（``CookCommitteeReport，,）and 
anotherwas‘GRecentlnnovationsinlnternationalBanking，，,（``TheGreenBook，，)． 
ThesearetwooftheofficialwarningsconcerningderegulationbyTheCentralBank 
ofcentralbanks 
(3)ＲＩＳＫＭＡＮＡＧＥＭＥＮＴ： 
AsclearlyandminutelystatedmtheabovetwoBISReports,riskandinnova‐ 
tionmutuallymteractwitheachother・Ingeneral，risksappearinginthebanking
spheremaybeclassifiedintofWetypes3の；electronicbankingsettlementsystemrisk，
creditrisk，fbreignexchangerisk’１iquidityriskandinterestrisk・A1ternativelywe
mayclassifyriskinthreeways37);liquidity-marketchangeandpositionrisk(mclud-
ingliquidityrisk,fUndingrisk,mterestnuctuationrisk,fbreignexchangefluctuation 
riskandoption-relatedrisk),creditrisk（largeamountcreditriSk,fInalityofsettle-
mentriskandcountryexposurerisk）andoperationalmanagementriskForexam-
ple，ｔｈｅｆｂｌｌｏｗｍｇａｒｅｎｅｗｋｉｎｄｓｏｆｂａｎｋｃｏmmitmentswhichinvolvedifTerenttypes 
ofrisks;assetsalesandrepurchaseagreements,outrightfbrwardpurchases,forward‐ 
fbrwarddeposits,partly-paidsharesandseculities,short-tenncreditfacnities(Note 
issuancefacility（NIF),revolvmgunderwritingfncUity（ＲＵＦ)，transferableRUFs， 
multiplecomponentcreditfncnity,roly-polyCDfacnity),currencyandinterestrate 
swaps,currencyfUtures,cunPencyoptions,interestratefUtures,interestrateoptions， 
interestratecappmgagreements，stock-indexfUtures,stock-indexoptions,security-
underwritingsandfIduciaryservices 
Suchswaps，fUtures，optionsandshort-termfacilitiesarebaseduponrecent 
financialmnovations，supportedbydevelopmentsandnewapplicationsinelec‐ 
tronics，mathematicsandprovability-theory･Forthesegrowingrisks，banksshould 
becomemoreprepared・Becauseofthis，centralbanksaresoundingawaming，
especiallymtheEuroMarketswherenocentralbank，ａｎｄｓｏｎｏ“LenderofLast 
Resort，，exist；andtherefOre，noactualregulatorycontrolorregulatoryoversight 
exists・ＴｈｅＣｏｏｋＣｏｍｍｉｔｔｅｅｏｆｔｈｅＢＩＳ，facedseveralcreditandmarketcrisessuch
asthoseinvolvingLD・Helstatt,BancoAmbrocianoetc・Itfinallyestablishedtheso-
called“BaselConcordat，，，makingsomerulesfbroversight-responsibilitybycentral 
banksandputoutayellowwarninglightaboutthevaryingrisksofexpansionfbr 
banks． 
(4)GLOBALIZATION 
Thenotion，“G1obaUzation，，hasawidemeaning，ｏｒｒａｔｈｅｒｉｔｉｓｄｉｆｆｉｃｕｌｔｔｏｐｒｅ‐ 
ciselydefIne・Ｂｕｔｉｔｉｓｓｕｒｅｔｈａｔｔｈｉｓｔｅｒｍｃａｎｎｏｔｂｅｃｏｎｆｉｎｅｄｔｏｏｎｌｙｒｅｆｅｒｔｏ２４‐
hoursfbreignexchangetransactionsorstockandsecuritiesbuyingandselnngregard-
1essofthetime-gaporstatebordｅｒｓａｔｔｈｅｒｅｑｕｅｓｔｓｏｆｃＵｅｎｔｓｗｈｏａｒｅspreadall 
overtheworld、Ｎｏｒｍａｌｕｓａｇｅｏｆｔｈｅｔｅｒｍ“global，，ｍｉｇｈｔｂｅｓｅｅｎｍｔｈｅ“G1obal
Account，，ｏｆｔｈｅＵ・SERISAPensionfunds、Ｃｏｍｐａｒｅｄｔｏｔｈｅ‘`InternationalAc‐
Count，，，ｍｗｈｉｃｈｆＵｎｄｓａｒｅｔｏｂｅｉｎｖｅｓｔｅｄｉｎａｌlcountriesexcepttheUnitedStates， 
theGlobalAccount，sfUndsmaybeutilizedineverycountryincludingtheUS． 
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Ｂｙｔｈｅｗｏｒｄｏｆ“global，,，one，ｓspecificcountryisneglectedandisregardedasone 
non-specificareainacosmopoUtanworldlnthissense，globalizationmeansthat； 
(1)allthem8Uormarketsbecomehomogeneousinmarketpractice，infinancial 
systems，infinancialmerchandise，ｉｎｔｒａｄｉｎｇｔｉｍｅ９ｉｎｔaxtreatment，ininterestrate 
structures,inmonetarypolicies．（２）suchunitaryandsoUdglobalmarketbecomes 
moreandmoreoppressivetoeachisolatedmarket,ignormg,makingisolatedmarket 
``hollow,，andshrmkinginimportance．（３）finallythe“Unitary”threatensthe 
``isolated，,asaggressiveandpowerfillfinancialinstitutionstreSpassintothelatter 
markets，seekingso-called“EqualFooting，，ｏｒ‘`BilateralTreatment，，orLiberaliza‐ 
tionTheBritishBigBangandtheEuropeanmonetaryliberalizationinrecentyears， 
andalsotheJapaneseFmancialRevolutionmightbeunderstoodintheseterms・
TherearemanytrendswhichaccompanythecurrentwaveofchangecalledGlobali-
zation；SpreadingsecuritizationintheUmtedStatesandinEuro-Markets;varying 
qualityandenomousquantityoffinancialrisks；deeplyconnectedinternational 
settlementsnetworkandaglobalelectronicsystem；aconspicuouspresenceof 
giganticinternationalinstitutionalmvestors；anddanysharpenedandmorehighly 
developedfinancialdevicesandpracUces・ThePlazaGroupofFivelnternational
Conferenceinl985developedandharmonizedanumberofconcertedactｉｏｎｓｂｙ 
ｔｈｅｍａＪｏｒｃountries5Throughmonetarypolicyandbyintelvenmginfbreignex-
changemarketstheGlobalizationtrendwassmoothlydevelopedltshouldbe 
pomtedoutthatafterSeptember2２，１９８５，individualmonetarypolicyofthem2Uor 
cou､ｔｒｉｅｓｗａｓｆｒｏｚｅｎａｎｄａｆｒｅｅｈａｎｄｉｎｍｏnetarypolicy-makingwaschecked 
internationallyfbrthepurposeofestablishingadesirableequilibriuminfbreign 
exchangemarkets，includingrevisionsoftheovelvaluedU.Ｓ、Dollarandother
culTenciesthoughttobeundervalued・Thisspellboundstatusquowas，however，
brokenaftertheSummitMeetinginTｏｒｏｎｔｏｏｆｌ９８８． 
(5)ＴＨＥＡＣＣＵＭＵＬＡＴＥＤＤＥＶＥＬＯＰＩＮＧＣＯＵＮＴＲIES，ＩＮＤＥＢＴＥＤＮＥＳＳ 
Ａｔｔｈｅｅｎｄｏｆｌ９８８,theaccumulateddebts(estimate）ofthedevelopingcoun-
triesexpandinglyrosetoUS.＄1,177.3billion38)，comparingtothatfiguresof 
MexicanHolidayofAugustl982fbr＄803billionTheSubstantialproblemsbecame 
progressivelymoreseriousiｎｔｈｅｐｅｒｉｏｄｌ９８３－１９８６，ｔｈａｔｉｓｔｏｓａｙ,duringthetime 
mwhichmostpeopleintheOECDcreditorcountriesbelieｖｅｄｔｈａｔｔｈｅｌＭＦ，ｓ 
``conditionalpolicy，,andasufTlcientsupplyofnewmoneywouldgivethedebtorsa 
betterposition，inotherwords，ｔｈｅｈｅａｒｔａｎｄｓｏｕｌｏｆｔｈｉｓｑｕｅｓｔｉｏｎｗaslackof 
liquidityitselfButaftertheLouvreG-5meetinginFebruary1987,ｔｈｅｒｅａｌｐｒｏｂｌｅｍ 
ｗａｓｓｈｏｗｎｔｏｂｅｎｏｔｌiquiditybutpossibleinsolvency・Ｉｆｔｈｉｓｉｓｒｅａｌｌｙｓｏ，allthe
effbrtsaffertheMexicancollapseofallthecreditorcountriesandthemanyinte隈
nationalfInancialorganizationswereinvainandtheghostofinternationalfinancial 
uncertaintywoulｄｗａｌｋｆｏｒｅｖｅＬＴｈｉｓｉｓｔｈｅｒｅａｓｏｎｗｈｙinrecentyearsmanysolu‐ 
tionshavebeenproposedinwhichconsiderabledebt-exemptionorwrite-offSand 
debt-equity-swaps39）werepressed;allinthenameofadebt-reliefLapproach・Tocope
withthisproblem，Americancommercialbanksincreasedtheirbad-debtreselves． 
(Theirearned-profitandlossstateｍｅｎｔｓｈｏｗｅｄａ＄lObillionlossinthesecond 
quarteｒｏｆｌ９８７，historicallythelargestlossseen,andthebad-debtreselvecoverage 
ratioreachedthe25－４９％leveL)EuropeanbanksalsodidthesameorhavewritteL 
－１０－ 
ＡＧＬＩＭＰＳＥＯＦＴＨＥＦＩＮＡＮＣＩＡＬＲＥＶＯＬＵＴＩＯＮＩＮＪＡＰＡＮ 
ｏｆｆpartiallyortotallytheirloans・Ｉｎｔｈｉｓ，theylearnedfromtheexperienceof
ＴｕｒｋｅｙａｎｄＰｏｌａｎｄｉｎｌ９８０ａｎｄｌ９８ＬＮｅvertheless,Japanesebankswhosebad-debts 
roseto65-70billiondollars，havechoosenamilderpath，topne-upreservesorto 
write-offoｎｌｙｔｏｔｈｅｅｘｔｅｎｔｏｆｎｏｒｍａｌｔｉｍｅａｎｄｔｏｍａｋｅａｒｅlativelysmallpossible 
lossallowanceJnsteadofpilingbad-debtsreselves，theyjustfbundeda``Ｗａｒｅ 
House，，jointcompany,transferringtheirbad-debtsfromtheirbookstothisftlctor-
ingcompanyinataxhavenisland.（Incopingwiththedebtproblem,theJapanese 
governmentmadeseveralproposalsandtooksomeactualmeasures，ｓｕｃｈａｓｔｈｅ 
``ContributiontolnternationalSocietyProgram,，ｆｂｒ＄305billionofnon-prOject 
economicgrantsinSept、ｌ９８７ａｎｄａｌｓｏｍＳｅｐｔ２７，ｌ９８８ａｔＷｅｓｔＢｅｒｌｉｎ，Japan
revealedtheso-calledMIYＡＺＡＷＡＰＬＡＮ.） 
Ｉｆ，inthenearfUture，someconcertedactionisundertakenbythecreditor 
countriestomitigatetheheavyburdenofthedebtorstates,thereactionorbehavior 
oftheJapanesecommercialbanksmightbedifYbrentfiPomthatoftheirAmerican 
andEuropeancolleagues、Aslsuggestedabove，theinternationaldebtproblem
remainsthemostimportantbankingmanagerialquestionfbrtheTokyoside（in 
additiontothenewBIScapitalratiorule.)．Asaresult,movementtoderegulate 
JapanesecommercialbankswillbesubjecttｏｏｒｗｉｌｌｂｅｌｉｍｉｔｅｄｂｙｔｈｅＷｏｒｌｄｄｅｂｔ 
problem． 
(6)EUROPEANINTEGRATEDCOMMUNITYMARＫＥＴＰＲＯＳＰＥＣＴ 
ＦＯＲ１９９２： 
Thenewsandinfbrmationconcerningtheprospectfbranintegratedfinａｎｃｉａｌ 
ｍａｒｋｅｔｉｎｔｈｅＥＣｉｎｌ９９２ａｒｅｆＴequentlyirritatingJapanesefinancialcircleslnthe 
UnitedKingdom，ｗｈｉｌｅｔｈｅｆｉｎａｌｄｅｃｉｓｉｏｎｔｏｂｅａｍｅｍｂerofanintegratedfmancial 
societymtheECremainsunsettled，ｎｏｏｎｅｉｓｌｉｋｅｌｙｔｏｗｅｌｃｏｍｅｍｏｒｅＪａｐａnese 
bankingejtablishmentsortoadmitJapaneseunderwritersasbookrunnersfbrsterl-
ingpound-denominatedbonds、IngainingadmittancetobankingcirclesinMadrid，
theminimumamountfbrbrought-incapitalwassetunexpectedlyhigh4o）ａｎｄｃｏｎ‐ 
stitutedabanPiertoentry・ＩｎＷｅｓｔＢｅｒｌｉｎ，possiblegeneralmanagercandidatesof
Japanesecommercialbanks41）areliabletoreceiveinterviewsbyofficersofthe 
BundesaufSichtsamtfijrdasKreditwesen“aufdeutsch，，（ｉｎGerman)．InPaIis，in 
ZijlichandalsoinMilan，Japaneseunderwritershavefailedinbeingbecoming 
bond-bookrunners・Thesetreatmentsaregenerallynotveryimportant，butbanking
licencesintheproposedintegratedmarketcouldverywellbegivenoutinadiscrimi‐ 
natolyfashion，iftheapplicantsarebanksofnon-memberstates，regardlessof 
whethertheapplicantshavefbrmanyyearsmaintainedpermanentestablishmentsin 
ECtelTitory・TheECwilljudgeeligibilityfromthestand-pointofBilateralismonly、
Regionalism，ｔｏｃｏｎｃｌｕｄｅ,ｍｉｇｈｔｈａｍｐｅｒｔｈｅａｃｃｅｓｓｂｙｎｏｎ－ｍｅｍｂercountries，ｂａｎｋｓ 
ｔｏｔｈｅＥＣand,ｉｆso,willcreateseriousproblemsinfUture． 
1Ｖ・ＡＧＬＩＭＰＳＥＯＮＭｏＮＥＴＡＲＹＡＮＤｃＡＰＩＴＡＬＭＡＲＫＥｒＳＩＮＪＡＰＡＮ
FiveyearshavepassedsincethatbrilliantAdHocUS-JapanJointCommittee 
Reportwasreleased・TheHamingheatofthefinancial‘`Revolution，，ｉｎｔｈｅＨｒｓｔ
ｓｔａｇｅｈａｓｃｏｏｌｅｄｄｏｗｎａｎｄｎｏｗｉｔｉｓｔｉｍｅｔｏｃｏｎｓｔｒｕｃｔｓｏｕｎｄａｎｄdurablefinancial 
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structure、Thetitle-rolesingerisstilltheMinistryofFinance，especiallyitstwo
powerfUlbu】℃auxiBankingandSecuritiesTheyhaveoneconsultativecommittee
each；undertheBnkingBureauthereis“TheFinancialSystemResearchCouncil，， 
andseveralsub-committees,whiletheSecuritiesBureauholdssessionsfbrits“Secu‐ 
ritiesTransactionCouncil，，、BothchairmenarefbrmerMOFexecutives,andeach
councilconsistsofmembersfromtheMOEfInancialsectorleaders,anduniversity 
professors・TwoculTentsub-committeesincludetheFinancialSystemSub-Com‐
mittee，SecondAssembly,headedbyProfbssorTachi,andtheFundamentalProblem 
StudySubCommitteeOnSecuritiesTransactions,ledbyProfbssorRoyama． 
(1)ProposedFINANCIALSYSTEMREVISION： 
AsdescribedbrieflymChapterOne，afterl945thefinancialsystemhasbeen 
changedconsiderably･GovernmentfInancialinstitutionsweredissolvedandchanged 
intoprivateones;bankingandsecuritiesbusinesseswereseparatedandTheBankof 
JapangaineｄanewPoUcy-BoardButthebanksthemselveswerenotdissolvedA 
tremendousdemandfOrfimdsfOrreconstructionwasseenbythebigCity-Banks・
Despiteafnllsupplyofhigh-poweredmoneyflowingfromthecentralbank，ｔｈｅ 
“overloan,，positionoftheCity-Banksremainedaproblem，Trustcompanieswere 
transfbrmedmtotrustbanks42）andLong-TermCreditBanks43）wereestablished 
Thesetwotypesoffmancialinstitutionsbegantosupplylong-termfimdstoindus-
trieswiththegovernmentalReconstructionBankandTrustFundsBureaupushing 
fbrththebesteffOrt・TheLong-termcreditbankswereprivilegedtofloatbank
debentureｓａｎｄＴｒｕｓｔＢａｎｋｓｗｅｒｅｐｅｒｍｉｔｔｅｄｔｏｏperatetrustaccounts､Inaddition， 
theMmistryofPostalServicesaccumulatedlargesumsofmoneythroughthePostal 
SavingAccounts・Thus，atpresentinJapan，ｗｅｈａｖｅｌ３Ｃｉｔｙｂａｎｋｓ，６４regional
banks，７trustbanks，３１ongtermcreditbanks・Forsmallbusinessfinance,thereａｒｅ
６９SogoBanks，４５６SmkinBanks,４４８creditcooperatives，６，O48agriculturaland 
fisheryCooperatives，Z12secuUtieshouses,Z31ifeinsurancecompanies,Z3non-li化
insurancefhms，１１governmentalflnancialmstitutionsandahugemammoth-like 
PostalSaving，ＬｉｆｅlnsuranceandAnnuityAccounts.Finallytherearenow81fOr‐ 
eignbanksandl25foreignsecuritieshouseslnoperation 
LastDecembeｒｊ１９８７，theFinancialSystemResearchCouncilrevealedareport， 
recommendingthefbllowingRevisionP1anjSogobanks44）aretobetransfbrmed 
intoregionalbanks,theprivilegesheldbythetrustbanksandthelong-termcredit 
banks(mcludingTheBankofTokyo45),asaspecialfbreignexchangebank）areto 
bereconsideredandtheseparationprinciplebetweenbanksandsecuritieshousesis 
tobereexammed・Thisreportcreatedabigsensation・Withintheaboverecommen-
dations，almostallsogobankswillbechangeｄｉｎｔｏｒｅｇｉｏｎａｌｂａｎｋｓｂｙｌ９８９，but 
otherquestionsarenowundergomgmorethoroughinvestigationanddiscussionin 
above-mentionedsub-committeesunderProfTachiandProfRoyama・Ｔｈｅｓｅpara‐
tionprinciplesofordmarybanksvs・trustbanksandlong-termcreditbankswere
criticallyattackedbythecitybanks，ｂｕｔｔｈｅｆｂｒｃｅｓｆｂｒｃｈａｎｇｅａｒｅｖｅｒｙｓｔrong 
TheGlass-SteagallseparationispowerfUllysupportedbythefburgiganticsecurities 
houses：antagonismonbothsidesoftheissueissevereandhostilityisgrowingThe 
rumorsarewidelyspreadinTokyothattheauthoritiesconcernedmightmtroduce 
theideaofanInvestmentBankingFacilityintothosebusmesses・Thispossibilityis
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suggestedbytherecentCanadiansolution，whereeachbusinesscanestabnsha 
whole-salefInancialsubsidiarythroughwhichthemothercompanycanpursuethe 
otherline(s)ofbusinesses:Ｌｅ､bankscandotrustbusiness,securitiesPunderwriting， 
bank-debenture-floatingand，viceversa，securities-housesmayoperatebankingbusi‐ 
nesses，mthewholesalefield，engagemfbreignexchangebusinessａｎｄｓｏｏｎＴｏ 
ｃｏｐｅｗｉｔｈｃｈａｎｇｉｎｇｆｉｎａｎcialworlds,Japanesefinancialinstitutionscanselectonein 
fburways；（１）tostayasitiswiththepresentfinancialsystem；(2)tochangemto 
aunlversalbankingsystemlikethatfbundincontinentalEurope；（３）toestablish 
bank-holdingcompanieslikeintheUnitedStates;ｏｒ(4)toestablishwhole-saletype 
investmentbanks・Undertheinternationalinfluenceofseculitizationandglobaliza-
tio､，temporaryremediesorpatchworksolutionscannotresolvethecumenｔｄｉｓ‐ 
satisfblctionandtroublethataregrowingincontemporaryfinancialcirclesinTokyo・
Thetwoseparationprinciplesoninvolvingordmarybanks,trustbanksandlong‐ 
termcreditbanksposequestionswiｔｈｍｂａｎｋｍｇｃｉｒｃｌｅｓｏｆｈｏｗｔｈｅｗｈｏｌｅｔerritory 
shouldbedivided，withoutanydissatisfactionButtheJapaneseG1ass-Steagalldivi‐ 
sionbetweenbanksandsecuritieshousesisafundamentalproblemmtheJapanese 
financialsystemArticle65oftheSecurityTransactionsLaw（LawNo・Ｚ５ｏｆ
Ａｐｒｉｌｌ３，1948）wasabruptlyinsertedinthisLawattheorderofMr・Adamsofthe
GeneralHeadQuartersoftheA11iedOccupationArmyjust20days46)befbrethe 
JapaneseCabinetMeetmg・ItwasclearlymodeledaftertheAmericanG1ass-Steagall
LegislationTheopposlngpomtsofbothpartiescoverl3issues47)；（１）Separation 
principlewillhmderorpromotetotalbenefItofnationaleconomy？(2)Article65 
shouldbeorshouldnotberevised(withoutrevisingtheLaw,actualadmmistrative 
orderormeasu1℃ｃａｎsuspendtheSeparationPrinciple?）（３）Banksdomorepower‐ 
fillcontroloverindustriesifSeparationiscanceUed？（４）Risksofsecuritiesbusi‐ 
nessaretoomuchvolatileandsoundbankmgprmciplecouldbeimpaired？（５） 
Banksshouldbefreefromvolatilefluctuationsofdailydangerousspeculations？（６） 
Ｂａｎｋｓｓｈｏｕｌｄｂｅｆｒｅｅｆｒｏｍｔｈｅｃonflictofinterestbetweenloanandsecurities-
underwriting？（７）Article65wasstipulatedtopromotesecuritiesfirmsmorepros-
perousgrowth．（８）EconomiesofScope（muchvarietyofbusinessshouldbeintro-
ducedtocopewithchangmgbusinesschances)．（９）MarketsandInvestorswiUor 
willnotprefbrvariousbusinesschancebymakingbusinesswithuniversalbank？ 
(10）Price-makingmechanismmsecmitiesmarketscanorcannotbesecured？（11） 
Recenttrendinworld-widefinancialbusiness，suchasSecuritization,G1obalization 
andInternationalizationwillorwillnotsupportSeparationPrinciple？（12)Recent 
trendmBankingSecuritiesbusinessintegration；suchasG1ass-SteagallActistobe 
revisedintheUS.，BritishmovementofintegrationbydoingBigBang,fHvorable 
conclusionofmtegratio、byWestGermanGesslerReportandrecentrevisionof
Canadiangovemmentfbrintegration,shouldbeobservedornot．（１３)O1dfashioned 
guide-1ines，madebyMinistryofFinance，fbracknowledgementofthesuperiority 
ofsecuritiesfinnsoverbanksinunderwritmgbusinessabroad,mustbecancelled？ 
PointＮｏ．l3shouldbemorepreciselyexplained48)．Correspondingtothein-
creaseinbondsfloatedbyJapaneseCorporationsonthemternationalbondmarkets， 
Japanesecommercialbanks，underwritmgsubsidiariesinEuropemustdecidewheth‐ 
erornottoparticipatemthecompetitionfbrbookrunningThisquestio、ｌｅｄｔｏ
ａｂｉｇｗａｒｂｅｔｗｅｅｎｔｈｅｂａｎｋｓａｎｄthesecuritieshouses・Pressedbythesecurities
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firms，theMOFbankingBureauissuedamemorandummAprill974totheBanks， 
sayingthattheirsubsidiariescannotbecomemanagers・Thiswasmconsiderationof
theirprematuredcapabilityforunderwriting，ＩｎＡｕｇｕｓｔｌ９７５，asecondmemoran‐ 
dumwascirculatedstatingthatasfarastheirprematurednessbecomesfiJ1fIlled,the 
banks,subsidiariesareeligiblefbrbecomingmanagersinbond-syndications，ｂｕｔ 
ＩＮＡＮＹＣＡＳＥｔｈｅｉｒｐｏｓｉｔｉｏｎｓｉｎｔｈemanagementofthesyndication(Tombstone‐ 
order）shouldneverbesuperiortothoseofthesecuritieshouses,Ofcourse,this 
regulationisonlyappliedwheｎｉｔｉｓＪａｐａｎｅｓｅｃｏｍｐａｎｉｅｓｔｈａｔａｒｅｆloatmgbonds・
Basicallythisisaquestionofbothprofitandprestige,butalsoraisesafimdamental 
issueofthebank-securitiesseparationprinciple、TheseMemorandawereissuedby
theBankingBureau,butother2bureaux（SecuritiesandlntemationalFinanCe)of 
theMOFhadcountersignedthemThisThreeBureauxGuide-Line（ｍJapanese： 
Sankyoku-Shido）isstillmeffbctandcontmuestodefendthesecuritiesindustry，s 
interestinunderwritingbusinesｓｎｏｔｏｎｌｙｉｎＪａｐａｎｂｕｔａｌｓｏｉｎｍｔｅｒｎａtionalcapital 
markets・
AnothermstitutionalissueistheveryexistenceofPostalSaving・Ａｓｏｆｔｈｅｅｎｄ
ｏｆｌ９８７，thebalanceofdepositsinPostalSavingsaccountsroseto￥ll6trillion 
($859billion〕Moreover，PostalSavingsnotonlycompeteswithprivatesaving
institutions，butbyalsosellinghigh-yieldingsavingcertificates（TeigakuTeiki 
Chokin)，PostalSavinghasbeenhinderingmarketinterestratesfromfluctuating 
lndeed，thereasonwhytheinterestratesfbrsmall-sumsavingsaccountarenotyet 
liberaUzedismainlyduetothisfact・ＦｏｒｍｏｒｅｔｈａｎｌＯＯｙｅａｒｓ,ｓｍｃｅＭａｙｌ８７５，
PostalSavingshasbeenworkingasthebiggestchannelfbrsupplyingfundsfrom 
Japaneseindividualsandinstitutionsfbrpublicfinancepurposesandalsofbrmdus-
tries(throughFiscalLoansandInvestmentSpecialAccountsandgovernmentfinan‐ 
cialinstitutions)．NoonehasdoubtedthatthisfunctionhasbeenquiteusefUlfbr 
accumulatingsmallsavmgseffectivelyandfOrefTicientcapitalformationsinｃｅｌ８７５ 
ａｎｄａｌｓｏｓｉｎｃｅｌ９４５・Ｏｎｅｍｏｒｅｆａｃｔｉｓｗｏｒｔｈｐｏｍｔｉｎｇｏｕｔ；theDutchRoyalPostal
SavingBureauwasprivatizedinJan，１９８６．InTokyo，ｔｈｅｓａｍｅｉｄｅａｈａｓｂｅｅｎｄis‐ 
cussedforyears． 
(2)QuestionsAboutMoneyMarketsmJapan： 
Shorttermmoneymarketsincludethefollowingfmancialmarkets； 
ATheInterbankMarkets（billsdiscount，call，TokyoDoUarcallandJOM 
markets） 
BTheOpenMarkets(ＣＤ,ＣＰ,ＢＡ,ＲＰ,ＴＢ,ＦＢ,OverseasCP+ＣＤ,Large-Sum 
Deposit,non-residentYenDeposit,ＭＭＣ,ForeignCurrencyDeposit） 
ＩｎＪｕｎｅ，１９８８，thegrandtotalofalltransactioniｎａｌｌｏｆｔｈｅｓｅｍａｒｋｅｔｓｒｏｓｅｔｏ 
￥ｌ７８ｔｒｎｌｉｏｎ（$1,319billion）ｕｐｆｒｏｍ￥l５０ｔｒｍｉｏｎｉｎＭａｒｃｈｏｆｌｌ８７（$943bil‐ 
lion).TheselevelsarequitecomparabletothelevelsseenmtheNewYorkmoney 
markets・
Butwhileofconsiderablesize，arethemarketsmJapansupportedbyfully 
liberalizedmoneymarketvehicles？Newmoneymarkettoolswereratherlatein 
beingintroducedintotheTokyoMarket・Ｆｏｒexample，commercialpaper,banker，s
acceptances，overseasCP＋ＣＤ，large-sumdeposit（Timedepositswithliberauzed 
interestrate)，money-market-certificates，andtheJapanOffshoreMarketareaU 
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productsoftheUS-JapanAdHocJointCommittee，directlyorindirectly・Asa
result，thefUnctionsandfacilitiesofthesemoneytoolsareratherdifTerentfrom 
theonesdescribedmtext-booksabouttheUSMoneyMarket，ｓｕｃｈａｓＭｓＭａｒｃｉａ 
Ｓｔｉｇｕｍ，ｓＭＯＮＥＹＭＡＲＫＥＴＰｅｒｈａｐｓｔｈｅｂｅｓｔｅｘａｍｐｌｅｉｓｔｈｅＢａｎｋｅｒ,SＡＣceptance 
Market，ＴｈｉｓｔｏｏｌｗａｓｍｔｒｏｄｕｃｅｄｉｎＪｕｎｅｌ，１９８５ｔｏｆａｃｉｌｉｔａｔｅｔｈｅｕｓｅｏｆｔｈｅＪａｐａ－ 
neseYen，ａｓｓｉｍｉｌａｒｍａｒｋｅｔｓｉｎＬｏｎｄｏｎａｎｄｉｎＮｅｗＹｏｒｋｄｏｆｂｒｔｈｅｐｏｕｎｄａｎｄｔｈｅ 
ｄｏｌｌａrfbrintemationaltradefinancing・But，fromthebeginning，therewereprob‐
lems，theheavilycriticizedstamp-dutyｉｓｔｏｏｈｅａｖｙ，financingproceduresaretoo 
muchcompUcatedandthelevelofinterestrateappliedisratherhigh(ＣＯmparedto 
theordinarymarketrateswhichordinarytraderscanutilize).GraduallythisYen-
denominatedBAmarketisshrinkingOntheotherha､。，thecommercialpaper
market，ｗｈｉｃｈｗａｓｂｏｒｎｉｎＮｏＭ１９８７ａｆｔｅｒａｈａｒdstrugglebetweenthebankswho 
hadopposeditsestablishment，andthesecuritieshouseswhohadsupportedthe 
market，themarketshortlygrew,injusttwomonths,ｔｏ￥L7trillion,ａｎｄｉｓｎｏｗ 
￥6.3trillion勤（$４７billion）ａｓｏｆＳｅｐｔ，1988.Thesizeandgrowthratearequite
satisfactory，butpreciseobservationscanrevealsomethmgstrangeasregardsa 
standardmoneymarkettool；theinterestrateappliedisnowneaｒｉｎｇｔｈｅｌｅｖｅｌｏｆ 
ｔｈａｔｆｂｒａＢａｎｋＣＤ，ｂｕｔｉｔｉｓｓｔｉｌｌｌｏｗｅｒｔｈａｎｔｈａｔｕｓｅｄｆbrlarge-sumdeposits・That
meansalmostalltheissuersaregettingasubstantialmterestratｅｍａｒｇｍｓｐｒｅａｄｂｙ 
ｉｓｓｕｉｎｇＣＰｓａｎｄｂｙｐlacmgthoseproceedsinlarge-sumtimedepositwheretherates 
areliberalizedlnNewYork,ａｔｔｈｅｅｎｄｏｆＯｃｔｏｂｅｒ，1988,ｔｈｅＣＤｒａｔｅｗａｓ８､20％ 
ａｎｄｔｈｅＣＰｙｉｅｌｄｗａｓ８､4％、TheJapaneseCPMarkethasthefbllowingregulatory
inabilities:(inparenthesesarethecharacteristicsoftheUSCPmarket） 
Duration； Zweeks-9months，usually3months（within270days,mostly 
short-term） 
StampDuty；S1iding-scale，ｉ､e、￥500ｍｉＬＰａｐｅｒｃｏｓｔｓＯ２４％ｐａｆｂｒｌｍｏｎｔｈ．
（actuallynegligible） 
Issuer； About410primecompanies，designatedaseligiblefOrissuingnon‐ 
security(realcoUateral)bondsinTokyo．（ＮｏＬｉｍｉｔ） 
Ratmg； Ｎｏｗstudying（ＭＯＯＤＹｏｒＳＴＡＮＤＡＲＤ＆ＰＯＯＲ，sAorPrating 
indication） 
LegalEntity；PromissoryNote(nowhotlydebated） 
Back-upLmes(Ealmarking);mostlyrequired(uptothemarket） 
DirectPaper；onlymdirectissuance(IreefbrbothPapers） 
Asthetermsandconditionsarelistedabove,theCPisstillregardedasamoney-
gametoolonlyfbrthelargest，primeindustriesandassuchthesizeofthismarket 
(Bycomparison,ｔｈｅＵ､ＳＣＰMarket;＄420.8billion,ａｓｏｆＳｅｐｔ､１９８８)issomewhat 
fictitious・Moreimportantly，ＣＤｓａｒｅｎｏｔｒｅａＵｙＮＥＧＯＴＩＡＢＬＥ;whentransferred，
theissumgbank,ｓｃｏｎｓｅｎｔｉｓｒｅｑｕｉｒｅｄ・Ｗｈｅｎｗｅｅｘａｍｉｎｅａotherflnancialinstru-
mentsinJapan,wefIndsimilarproblems・Ｆｏｒexample,treasurybn1sdo〃orworkas
filndamentalshorttermmoneymarketvehicles，duetotheartificialintereststruc‐ 
tures・ＭＭＣｓｗｅｒｅｍｖｅｎｔｅｄｂｙＳａｖｉｎｇａｎｄＬｏａｎAssociationstocopewithdis-
intermediationintheUnitedStates;mJapanSogoBankopenedthisgate，butthe 
interestlevelistobedeterminedbyfbllowingrule,（TheaverageCDinterestrate 
minus０．７５percent（perannumbasis)，andnotdetenninedbymarketspeciHc 
fbrces･Concernmgothermarkets，theinterbankcall-loanandcall-moneymarket， 
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andthebilldiscountmarketareunderstrictcontroloftheBankofJapanThe 
JapanOffShoreMarket5o),justliketheCPMarket,grewveryquickly（over＄400 
billion,asoftheendofAugust,1988,afteritsopeninginDec､1986).Butalmostno 
fimdsareutilizedbynon-residents・Themarketisusedmainlyasanoperatingfimds
turnstilebybiginternationalbankingcorporationsbecauseoftherestrictiveregula-
tionsupontheJOMSpecialIntemationalFinancialTransactionAccounts・The
TokyoDollarCallMarketwasopenedｏｎＡｐｒｉｌ１７，１９７２ｔoenableresidentialbanks 
toconductfbreigncUrrencyfimdstransactionsfreelywithoutsecurityandithas 
beenwolkingquiteeffIciently、ＢｕｔｈｏｗｔｏｏｐｅｎｔｈｅｄｏｏｒｔｏｎｏｎＴｅｓｉｄｅnt-banksis
thenextquestion． 
(3)ＥＮＬＡＲＧＩＮＧＴＨＥＥＵＲＯ－ＹＥＮＭＡＲＫＥＴＳ： 
TheprocessoftheinternationalizationoftheJapaneseYeninvolvesgradual 
courseofabandonmentofcurrency-sovereigntyTheEuro-Yenisatypicalexample 
ofthisandasgovernmentrestrictionsarelifted,theutilizationofEuro-Yenininter-
nationalmoneyandcapitalmarketshasbeengrowing，especiallyinthesphereof 
capitaltransactions・Euro-Yenareusedasfbllows・WithrespecttothetotalEuro‐
currencymarket，theEuro-Yenportionrosetoa5.8％ｓｈａｒｅａｔｔｈｅｅｎｄｏｆｌ９８７ 
(source：BIS).TheYenwasthefburthmostwidelyusedcurrencynexttotheUS 
DoUar，theDeutscheMarkandtheSwissFrancsJntotalinternationalbondfloata-
tion,Euro-Yenbondsincreasedto＄262billionandheldthesecondpositionafter 
theUSDollars・Inaddition，Euro-Yenloanstoresidentsandnon-residentssharply
expandedfiPom￥551billion（1983）ｔｏ￥8,433biUion（$62.5biUion,ａｓｏｆｅｎｄ 
ｌ９８７）in4yearsandEuro-YenCDshavebeenaverypopularpartoftlleEuro-CD 
Market・
ButEuro-Yen，asacurrencydenominatedinYentobesettledinTokyo,closely 
connectedtotheinterestrａｔｅｌｅｖｅｌｏｆｄｏｍｅｓｔｉｃＣＤｓｉｎＴｏｋｙｏａｎddirectlyorin-
directlycontrolledbytheauthoritiesinTokyo、AndfbrEuro-Yenutnizers,Euro-
YencreatesnoriskyfbreignexchangeexposuresButwhenitcomeｓｂａｃｋｔｏＴｏｋｙｏ， 
itturnsintoordinarydomesticYenandexactlyfromthatsimplereason,theauthor-
itiesconcernedhaveｂｅｅｎｆｂｒａｌｏｎｇｔｉｍｅｎｅｒｖｏｕｓａｂｏｕｔｔｈeEuro-Yen,spotentially 
destructiveinfluencesontherestrictedandneatlyorganizedYenmarketandJapa-
neSefmancialsystemTheauthoritiesareconcernedwithmanyaspectsofthe 
Japanesecapitalmarkets；ｔｈｅdomesticinterestratestructure，ｔｈｅｐｒｉｍｅｒａｔｅｓｙｓ‐ 
tem51)，ｔｈｅｍａｒｋｅｔｓｕｐｐｌｙａｎｄｄｅｍａｎｄｆｂｒＹｅｎ，thecentralbank，smonetarypou‐ 
cies，well-maintainedcapitalfimd-raisingsystems，ＹＵＴＡＮＧＥＮＳＯＫＵ（thestrict 
principleincorporatefinancingfbrbondf1oatationandlong-termbankloanswhich 
statesthatrealcollateralorsecurityisabsolutelynecessary)，andthetaxationat 
thesoucesystem，Ｔｈｅｆｅａｒｉｓｔｈａｔｖｏｌａｔｉｌｅｆｌｏｗｓｏｆｆｂreignshort-termspeculative 
fundswouldbequiteturbulenttotheweU-harmonizedJapanesefinancialworld； 
ｉｆｓｕｃｈｆｉｍｄｓａｒｅｄｉｓｇｕｉｓｅｄｉｎＹｅｎｆｉPomEuro-Yen，theresultcouldbecatastrophic・
Forthesereasons，Euro-Yenmediumandlong-termloanstoresidentsandEuro-Yen 
bondsf1oatedbyJapaneseissuersarestillheavilyrestricted・FurtherEuro-YenCD,s
proceedmuststayfOraperiodoftimemEuromarketsbefbrerepatriatiｏｎｔｏＴｏｋｙｏ 
ｉｓａｌｌｏｗｅｄａｎｄｓａｌｅｓｔｏｒｅsidentsareforbiddenlnaddition，ｔｈｅｄｕｒａｔｉｏｎｏｆａＥｕｒｏ－ 
ＣＤｉｓｌｉｍｉｔｅｄｔｏｌｅｓｓｔｈａｎｏｎｅｙｅａｒ・AIloftheserestrictionsreflectthedomestic
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situationandconcernsinTokyo・Incontrast，Euro▲YenCPsissuesbynon-residents
werefinallyallowedisNovemberl987,andsomewhatderegulationisbeingapplied． 
(4)ＴＨＥＲＥＣＥＮＴＴＥＮＤＥＮＣＹＯＦＴＨＥＪＡＰＡＮＥＳＥCAPITALMARKET： 
Thecapitalmarketisdividedintotwoparts;onecomprisestheprimarymarket 
(issuingmarket）andthesecondarymarket（circulationortradingmarket),andthe 
otheristhestock(sharecapital)marketandbond(debenture)marketEachdivision 
hasadomesticpartandanoverseassphere・Theproportionalsizesofeachdivision，
after1980,arecurrentlyveryclosetothoseoftheNewYorkmarkets， 
Bysomemeasures,suchasthecapitalizationvalue(thepresenttotalvalue＝the 
numberofsharesXthecurrentmarketpriceMheTokyoStockExchangealready 
exceedsthatoftheNewYorkStockExchangelnthissection(4),primarybond 
markets,bothdomesticandoverseas,aredealtwith（SeeTablea).Thefeaturesof 
Japanesecapitalinｎｏｗｓａｎｄｏｕｔｆｌｏｗｓａｒｅｓｕｍｍａｒｉｚｅｄｉｎthefbllowingtable・
AIndirectoverseasinvestments(＄miUion)(SeeTableb） 
Japan，sbalanceofpayments，especiaUylong-termcapitaloutf1owshowslarge 
deficits（inbilliondollarsinl985,74;ｉｎ1986,144:ａｎｄ１９８７，１１９:),principally 
dueto“paper-money，，investments,especiaUyinUSTreasurybondsandUSstocks， 
､otduetothedirectoverseasinvestment． 
TnbIe（a） 
】Ⅸ
Ｉｌ－６【
EnU 
ＴＨＵ【
０ 
4.-ｔ 
TSE225SelectedStocksNIKKEIStockAverage:TokyoForeign 
ExchangelnterbankrateUSDouarSpotclosmg,endofmonth； 
Source：TheBankofJapanEconomicStatisticsMonthly． 
－１７－ 
Year/Month TSEPrice Tolq/０$/Yen 
1９８３ 
１９８４ 
１９８５ 
１９８６ 
１９８７ 
８６Ａ 
Jun． 
Sept． 
Dec． 
， 
pr． 
８７Mar． 
Jun． 
Sept． 
Dec． 
'８８Mar． 
Jun． 
Sept． 
０ct． 
Nov． 
8,806 
１０，５６７ 
１２，５５６ 
１６，３８６ 
23,176 
１５，４８１ 
１７，１８０ 
１８，１８０ 
18,705 
21433 
25,243 
25,290 
22,683 
２５，７０３ 
27,876 
27,568 
27461 
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Tnble(b）Japan,slndirectOverseaslnvestments($ｍ､.） 
Source:MOEAnnualReport,1988,Jan.-Dec. 
＊April-November，１９８８． 
ＢJapan,sinternationalbondsfloatation(＄billion)(SeeTablec＆。）
Asdescribedabove,Japanesecorporatefmancedeeplydependuponbondissues 
inoverseasmarkets・JudgmgfiPomtheabovetables,Japanabsorbsfromtradeand
byfloatingbonds,andutilizesthatmoneyinmdirectinvestmentoverseas、
Thesecretofthisliesmdomesticcapitalmarketstructureswhichdoesnotwork 
properlyfOrtheneedsofJapanesecorporations． 
Table(c）Japan，slnternationalBondsFloatmg($biL） 
Source:MOEAnnualReport,1988. 
Table(｡）Japan，sTradeBalance($biI.） 
ＤＬＧ 
９４１】
Nov） 
Source：TheBankofJapan；EconomicStatisticsMonthly． 
－１８－ 
Ｙｅａｒ Bought Sold Ｎｅｔ Stock＆ｂｏｎｄ 
(stocks） 
1９８５ 
１９８７ 
1988(*） 
(Bonds） 
1９８５ 
１９８６ 
１９８７ 
1988(*） 
5,483 
20,917 
70,935 
53,821 
291,339 
1,346,898 
1,273,829 
943,335 
4,490 
13,869 
54,060 
50,990 
237,860 
1,253,965 
1,200,944 
876,717 ３８４２９４５８ ９４７３７２８１ ９０８８４０８６ ９３７ ９，，９ ７６２３３２６ １ ５９７６ (Total,Net） 1９８５５４，４７２ １９８６100,072 198789,759 1988(*）61,450 
Ｙｅａｒ bond 
1９８５ 
１９８６ 
１９８７ ９７３ ３１２ １２３ 
1９８５ 
１９８６ 
１９８７ 
１９８８ 
~rii;「’
９４０１ 
84.1(Jan.～ 
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CDiversifymgJapaneseCorporateFinancingMethods； 
Japan，sCorporateFinancinghasfbrmanyyearsdependeduponbank-1oans， 
inotherwords，uponindirectfinancingonly・Directfinancingthroughthestock
exchangeorthedebenturemarketshasbeenratherminimaLThemainreasonwas 
Japan，ｓｆｎｓｔchangemtobecomingahighlyorganizedcapitalisticcountry・Surely，
indirectfInancingthroughbank-loanswasaneasyandefficientwayTheJapanese 
financialsystemhasbeensoconstructedtocopewiththeseneedsButafterthe 
l980s,thisloan-dominatingfInancemarketisbegmningtochange：ｂｉ9,international 
operatingJapanesecorporationsbegantofloattheirbondsininternationalmarkets， 
avoidingthedomesticcapitalmarket、
Thisrefusaltoacceptdomesticfinancial-intermediariesmeansthattheservices 
fipomoverseasfinanciaLintermediariesaremorebeneficialtothesecompaniesbe‐ 
cuasetherearenotroublesomeYUTAＮＧＥＮＳＯＫＵ，nobureaucraticprocedures， 
nobond-f1oatmgrequlrements(ratherthereareefficientratingselvices〕Inaddition
syndicationoperationsaretransparentandifthecouponrateishigh,recentlyintro-
ducedfmancialtechniquessuchasswaps，fmancialfuturesandoptions，cancreate 
relativelylowyencouponratesandavoidlargeforeignexchangelossesAsTable(a） 
shows,withthehelpofcontinuouslargerisesintheaveragestock-priceontheTSE 
firstwithconvertiblebondsandlaterwithbondswithattachedwarrants，ofwhich 
overpresenceininternationalbondsmarketsbecamequiteconspicious・But，inreal
sense，thesemaneuversareconfinedtothelargestfirms，andmostordinarycom-
paniesstnldependonbank-loans､Nevertheless,suchlargecompanies，directcontact 
withtheoverseasmternationalfinancialworldhasbeengraduallyerodingtheloan‐ 
dependentsocietyinJapan，creatingcircumstancesfnvorabletofbreignfinancial 
practicesanddemolishingtherestrictionsandregulationsfOundintheJapanese 
capitalmarket、Though，ｒａｒｅｌｙｓｅｅｎｉｎｔｈｅｌ９７０ｓ,ｉｎｔｈｅｌ９８０ｓｗｅｓｅｅａｎｅｗｆａｓｈｉｏｎ
ｉｎＪａpanesecorporatefinance；theoverseasfinancecompany、Thiscorporateentity
haseightdimentions,ａｓ 
（１）aninternationalfimd-raisingcompany， 
（２）anmternationalmvestmentcompany， 
（３）aglobalfunds-controllingcompany， 
（４）asales-financingcompany， 
（５）afOreigntradefInancingcompany， 
（６）acompanythatcanholdassetsforsafe-keeping， 
（７）acaptiveinsurancecompanyand 
（８）anmternational“tax-savmg”company： 
A1mosteverybigtradingfirm,life-insurancecompanyandexportｍｇＧｉａｎｔ(manu‐ 
facturersofelectricequipments，electronicequipments，automobiles，precision 
machmetools，Chemicals，pharmaceuticals，etc.）havetheirownoverseasHnancing 
subsidiariesinsuchplacesasLondon,Amsterdam，Luxembourg,theGrandCayman 
orotherplaceswheretax-havenfacilitiescanbeenjoyedHowever,ｉｎJapan,taxa‐ 
tionoftax-havenswasintroducedinl978andstrengthenedinl985,shuttingup 
twoloopholes・Thesesubsidiaries，sactualoperationsarenotsoprominentatthe
moment，butastheirparentcompaniesexpandtheirinternationalbusmess，the 
responsibiutyandperfbrmanceofthesesubsidiarieswillalsoexpandAtthepresent， 
however,ｗｅｃｏｕｌｄｓａｙｔｈａｔｔｈｅｓｅｆｉｒｍｓａｒestillundertakingtheir``traineeship，，． 
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１，１９８９，promotmga24-hourworld-tradmgconnection，theFinancialFutures 
andOptionMarketswnlbeopenedinTokyo、AlthoughtheTokyomarketisstn1
notyetveryweUorganized,itisbackedbyastillgrowingeconomyandtheYenand 
Japanesefinancialinstitutionsremainsoundandstrong・Ｔｈｏｕｇｈｗｅｈaveseenthat
theTokyomarketisnowfacingmanyproblemsLe.，thefInancialsystemmustbe 
revise｡，thecapitalmarketsshouldbemoreefficientlyorganized，theshortterm 
moneymarketsneedamorerealisticdevelopment，banksmustmeetBIScapital 
ratiorequ1rement，ａｎｄｍｅａｎｓｍｕｓｔｂｅｆｂｕｎｄｔｏｃｏｐｅｗiththenewECmtegrated 
fmancialmarket・Inaddition，fromapoliticalstandpoint，asthegreatestcreditor‐
country“Noblesseobuge,，istheexpected（thoughdifficult）behavior・Further
capital-exportswillfacemoretroublesthaneverwithmcreasmgconflictsbetween 
theNorthandtheSouth・FinallyｓｉｔｔｉｎｇｉｎａｃｏｍｅｒｏｆｔｈｅＰａｃｉｆＩｃＲｉｍ，Japan,s
responsibiUtytotheothersurroundingStateswillbecomemorediffIcult、TheYen
hasjustbeguntobeconsideredoneofthemtemationalculTencies,andasiswidely 
believed，ithasacriticalweakpoint；ｔｈａｔｉｓ，ｉｎＪａｐａｎｔｈｅｒｅｉｓａｇｒｅａｔｓｃａｒｃｉｔｙｏｆ 
naturalresources，especiallyenergyandfbodstuffBButrecentponticaldevelop‐ 
ｍｅｎｔｓｉｎｔｈｅＵＳ，Europeandthesocialisticstates,ａｒｅｒｅｄｕｃｍｇｔｈｅＪａｐaneseYen，s 
burdenlfthepresentsituationcontinuesintheUnitedStatesthroughthenextfew 
years，ｔｈｅnation,snetexternalindebtednesswillreachoveronetrilliondollars・
Ａｔｔｈａｔｔｉｍｅ，Japan，holdingover＄５００billionnetcredit，mighthavebecomea 
maturecapital-exportingstateandTokyoan．NewYork，acrossthePacific，will 
co-existasthebiggestmoneycentresintheflnancialworld、Butthisgoalisstilla
distantone,especiallyconsideringthepresentcircumstancesinTokyo． 
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34)Transparency;opennessfbrmarket-makings,trading,dealing,participationmethodofsyndi‐ 
cation,share-decisionofunderwritmgandalsocoupon-rate-fbnnation 
35）ThelatestbankmglicensefbrnewparticipantwasgiventoTheToyamaBank,Ltd.,Takaoka， 
Toyama,Japan、
36）ＭＯＦReport(1988),pp､224. 
37)TheBankfbrlntemationalSettlements(1986),Chapter3(2) 
38)ＭＯＦ(1988),ｐ､28. 
39)Thisswapchangesmdebtednessintoequitystocks・Forexample,inMexico,anAmerican
bankarrangedfbraJapaneseautomobileHrmtobuythatbank，sloans・ＴｈｉｓｆＩｒｍｔｈｅｎｓｏｌｄ
ｉｔｓｌｏａｎｔｏｔｈｅＭｅxicangovernmentandbygettingadiscountonlocalcurrency,increased 
theirfactory,ssharecapitaLFurthermore，ontheinter-statelevel，Ｕ､S・GovemmentHoatsa
zero-couponbond,Mexicangovemmentbuysitandpledgｍｇｉｔ,MexicoHoatsbondandex‐ 
changesherdebtwithcreditors,loan：thisiscalled“Debt-Bond-Swap,,Scheme、
40)Atthattime,arumorinTokyowent,"InMadrid,theprevaUingwindfromBruxeUesisfelt総”
41）Surely,suchtestsareNOTdeliberatelygivenonlytoJapanesebanks,butactuaUythishurdle 
sometimeshindersJapanesebanks，personnelplanningmGermany・Ｓｏ,ｉｎTokyo,therewasa
joke,“Whydoesn，ｔｔｈｅＭＯＦａｐｐｌｙｔｈｅ“equalfbotmg”principleandgiveaJapaneselaL 
guagetestmOkmawaormHokkaidolbrGermanBankmanagercandidates?”(SeetheMOF，s 
annualreportVo1.12,page68.） 
42)ＭＯＦReport(1988),pp79-88 
43）ＭＯＦReport(1988),pｐ59-78. 
44)ＭＯＦReport(1988),pp､98-107. 
45)ＭＯＦReport(1988),pp､8998. 
46)CityBankConlerence(1986),ｐ4 
47)Kyuno(1988),pp､89-90. 
48)Kyuno(1988),pp83-84 
49)Unconfirmablefigure;market,sestimate 
50)Kyuｎｏ(1986b),ppm93-230. 
51）InJapan,Prime-ratesaredecidedmthelbUowingfashion;short-termprimeislinkedtothe 
centralbankdiscountrate(ａｓｏｆｅｎｄｌ9882.5％plus0.875-3.375%pa.)andthelong-term 
primeisgearedtotheretumon5-yeardebenturesplus0.9%pa(asofend19885.70%pa).Itis 
interestingtonotethat・inFebl959theBankersAssociationdecidedthat,fbllowingUS
practice，theshort-termprime-rateSystemshouldbeintroduced;ｌｉｎｋｉｎｇｉｔｔｏｔｈｅＢＯＪＤｉｓ‐ 
countRate，ＩｎＯｃｔ、１９７０，theBOJdiscountrateplusO25％pa-Systemwasfixed；ｉｎＭａｒ・
’981,ｉｔｗａｓｔｈｅＢＯＪｒａｔｅｐｌｕｓＯ５％pa；inApr・’986,ＢＯＪｐｌｕｓ0.625％pa-System,inNov、
１９８６ｐｌｕｓ0.75％pa-Systemandthen，ｉｎＦｅｂ、1987,ＢＯＪｐｌｕｓ0.875％pa-SystemNow，a
hotdiscussioniscontinuingmthemarket;theBankersAssociationisinsistingoncuttingthe 
linkagetothecurrentcentralBankrate、Copmgwithlong-years-continuingloosemoney‐
market，tocorrecttheunlealisticPrimeraｔｅａｎｄｔｏｃｏｎｓｔｒｕｃｔａＮＥＷＰＲＩＭＥＲＡＴＥＳＹＳＴＥＭ 
（whichwUlreflectactual,fluctuatingfimd-raisingcost）istheearnestwishoftheBigCity 
banks,whosecapitalratiowmberegulated,ThemostdifYicultpointofthediscussionishow 
tomcludegainsfrommaintainmgcompensatingbalances、ＩｎＪａｎ、１９８９，finalｌｙＣｉｔｙＢａｎｋｓ
ｏｆｆｅｒｅｄｎｅｗｐｎｍｅｒａｔｅｏｆ425％・Whenthisisdecided，thereviewofthelong-termprime
systemwillcomenext． 
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